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THE TREND OF PRICES' 
By D. F. O'Brien 

There has been a good deal of debate amongst American business 
men as to what they might attribute the cause of the halt in the re- 
sumption of business. About ninety days ago the National Associa- 
tion of Manufacturers sent to its members a questionnaire asking for 
their individual opinions as to what they considered to be the real 
cause of this failure to get under way. If that questionnaire did no 
other good it served at least to bring out the fact that there was con- 
siderable independence of thought amongst American business men, 
because there were just as many different view-points as there were 
answers to the questionnaire. 

Now within the last thirty days things are changing; there is a 
crystallization of thought; it is slowly dawning on the minds of busi- 
ness men that perhaps the chief impediment to the normal resumption 
of business is the waiting attitude of the purchasers, beginning with 
the National Government itself and so on down to the smallest 
dealer in the smallest towns. The idea prevails that if they can only 
wait long enough, if they are not lucky enough to be able to replenish 
their depleted stock at war prices, they will at least be able to get 
their goods at a considerable discount from the prevailing level of 
prices. 

Now we have as opposed to that the view-point of the economist. 
Those of them who favor the quantitative theory of money say that 
the general level of prices is dependent upon the relation which exists 
between the volume of the circulating medium and the rapidity of its 
turn-over and the total volume of business to be transacted thereby. 
That is to say, if we take a certain number of dollars that are circulat- 
ing by cash and by check, and if we double that number and still 
maintain the amount of goods and the services which we render 
therefor, the natural result is that prices double. And they go on to 
show that every great change in price levels throughout history has 
that cause back of it. They point to the sixteenth century revolu- 

1 Informal address at the Buffalo Convention, June 11, 1919. 
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tion in prices, and they say that that was attributable to the influx of 
gold and silver from the mines of the New World. They further 
point to something that is within the recollection of us all, the period 
from 1896 to 1916 following the discovery of gold in South Africa, 
Cripple Creek, the Klondike, and other sources from which there 
has been poured into the world's supply of gold perhaps an addi- 
tional $8,000,000,000. We all know that following that addition to 
our gold supply there was a permanently higher level of prices which 
they say is attributable to that and only to that cause. 

Now since the opening of the war there has been added about 
$35,000,000,000 to the paper money of the principal trading coun- 
tries of the world. To this there has also been added by the warring 
countries over $175,000,000,000 of bonds. With such an enormous 
amount of credit back of us, they argue that there can be no question 
of doubt that we are on a permanently higher level of prices which 
is due to the same causes as all of the great changes in price levels 
that have taken place in the past. 

The argument is sometimes made: "Why, this is only temporary, 
it cannot be permanent." It is true that no one will deny that we 
will see temporary fluctuations of prices in isolated cases; but these 
fluctuations mean nothing so far as the general level goes, any more 
than the height of the different waves of the ocean in any way affects 
the height of the tide. The tide level remains the same. 

Now we may not be able to follow the economists in such argu- 
ments, but as common sense men who have to grapple with facts 
daily, we can readily get at it from another standpoint. Let us con- 
sider the cost of the principal articles entering into our business. 
We realize that our costs are made up chiefly of perhaps four im- 
portant items. The first and most important of these is labor; then 
raw materials, the cost of transportation, and the cost of distribu- 
tion. Taking up the first of these items and examining it as to 
what are the chances of lower labor costs. Prior to the war the extra- 
ordinary opportunities offered by this Land of the Free brought to 
our shores annually some 1,200,000 workers, the brain and brawn 
of the world. In 1914, that incoming stream was interruped. In the 
latter half of that year we lost perhaps one-half million men. While 
the war was in progress there was pactically no immigration. Since 
the opening of this year we are losing men from our eastern ports as 
fast as passports can be made out for them. We will lose possibly 
in the first six months of this year a half million men in that way. 
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To this must be added five years of lost immigration, from 1914 to 
1919, at the rate of 1,200,000 a year, so that we have a 7,000,000 
shortage in the normal supply of labor of the country, which com- 
prises 20 per cent of our effective male workers. With this reduced 
supply we are up against the problem of taking care of the normal 
growth of the country and of making good the dammed up de- 
mand of the last two years. In addition to that we have to take 
care of our foreign trade, which is going to be triple what it would 
have been under normal conditions, due to the existence of the war. 

Now what is the result? There are none of you who are not fully 
aware of what the result will be. Why, today, with even this waiting 
program in existence and with the manufacturers not making over 60 
or 70 per cent of their normal output, still there is no industrial cen- 
ter in this country today that is not short of skilled workers. In the 
city of Detroit alone, that shortage is upwards of 30,000 men. As 
illustrative of conditions in the cities along the Eastern seaboard; 
60 to 90 days ago when the foundry business was nearly at a stand- 
still, the moulders made a demand for a change from the prevail- 
ing 9 hour day at 60 cents per hour, to an 8 hour day at 75 cents 
per hour. The manufacturers were in an ideal condition for a fight; 
there was so little to be done they could afford to shut down and 
thus bring them to terms — Did they do it? 

They profited by their experience during the war and before 
making a decision investigated labor conditions and found such a 
general shortage that they felt if the men moved out of their dis- 
trict they would be unable to replace them later. They paid the 
advance. Those of you who will take the time to study the 
problem will realize that they had -to pay it, that wages are not 
coming down, but, if anything, they are going up. And what is 
true of skilled labor is probably true in far greater measure of un- 
skilled labor. All over the country there is a shortage, with perhaps 
the exception of New York and Pittsburg. In New York, owing to 
the mustering out of a number of western regiments, they have an 
overplus there, but that means nothing; they will not work. When 
they come back and learn of the high prices prevailing here during 
the war, they want to get some of the good things and they will not 
work for less than 55 cents an hour for common labor. 

Now we pass on to the second item of cost, materials. When you 
come to consider it, all raw materials, whether they are the product of 
the mine, or the forest, or of the soil, have entering into them the 
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item of labor; so that we may consider that here again is something 
that we cannot look for lower costs on. 

As to the next item of transportation, enough said. You have 
seen the reports from the Government of the daily increase in the 
cost of transportation and the fact that were it not for politics the 
rates today would be higher rather than lower. 

There is only one item left, that of distribution. Now the speaker 
holds no brief for the jobber or for the retailer. Their halting atti- 
tude today is blamable in the extreme. Salesmen going out through 
the country will tell you on their return that men who formerly or- 
dered in thousands are today ordering in hundreds, and they will 
tell the salesmen that it is only as a matter of courtesy to him that 
they are giving such an order, that it is a favor. But before the 
salesman leaves they will take him one side and suggest: "Now this 
is only a little order, it is hardly worth while bothering to make it up, 
but if you have it in stock, for God's sake ship it to me quickly." 
In other words, their shelves are bare. The shelves of the country 
are bare. So that when we take up the items individually or collec- 
tively, we can see, as practical men examining it from this practical 
standpoint, that we will reach the same conclusions as the economists 
do who view it from the other standpoint. Now it is vital that we 
should all realize that we are up against new conditions; it is vital 
that we understand the manufacturers' problems that are staring him 
in the face in the immediate future. 

Never except during the world war has any nation been called 
upon to face such a problem. We have all of our own demands to 
meet, all of our normal growth to take care of, and at the same 
time we are called upon to rebuild the world. Gentlemen, the 
quicker we realize that fact the quicker will be our resumption of 
progress along the path of prosperity. 



